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An  Overview 


Consolidated  Financial 
Statements  of  the 
Province  of  Alberta 
1992-93 

Message  from  the  Provincial  Treasurer 

The  Consolidated  Financial  Statements  are  an 
important  way  of  accounting  to  Albertans.  They  show  how 
much  we  spent  for  the  year,  how  much  we  took  in,  and 
what  kind  of  shape  we're  in  financially. 

The  financial  statements  for  the  province  are  much  the 
same  as  those  prepared  by  businesses.  Businesses  prepare 
annual  financial  statements  and  provide  them  to  all  their 
shareholders  as  a report  on  how  well  the  business  did  for 
the  year.  When  a business  presents  its  financial  statements 
and  shows  a good  profit,  the  shareholders  are  pleased  with 
the  decisions  and  actions  the  business  has  taken,  and 
willing  to  maintain  their  investment.  If  a business  shows  a 
loss,  it  must  explain  that  loss  to  its  shareholders  and 
convince  them  that  action  will  be  taken  to  correct  the 
situation  so  the  business  remains  viable. 

The  provincial  government  is  in  the  same  situation. 

The  financial  results  for  1992-93  show  a loss.  Our 
annual  consolidated  deficit  to  the  end  of  March  was 
$3.77  billion  and  our  consolidated  net  debt  is  now 
$1 1.8  billion.  Those  numbers  reflect  accounting  policy 
changes  recommended  by  both  the  Auditor  General  and  the 
Alberta  Financial  Review  Commission  and  provide  a 
complete  picture  of  the  province's  financial  situation, 
including  all  Crown  agencies  and  corporations. 


As  shareholders,  Albertans  deserve  both  an  explanation 
of  the  financial  results  for  1992-93  and  a plan  for 
correcting  the  situation  and  restoring  the  province's 
financial  health. 

This  document  explains  the  financial  results  for  last 
year.  It  simplifies  the  detailed  information  contained  in  the 
Consolidated  Financial  Statements  and  provides 
explanations  of  what  the  numbers  mean. 

To  get  the  province  out  of  a deficit  situation  and  keep 
our  "business"  viable,  this  government  introduced  a new 
budget  on  May  6 along  with  a comprehensive  plan  for 
balancing  the  budget  by  1996-97.  Albertans  backed  the 
plan  in  the  June  15  election.  In  the  September  budget 
update,  we  are  on  target  and  sticking  to  the  plan.  Backed 
up  by  the  Deficit  Elimination  Act,  that  plan  sets  a clear  new 
course  for  Alberta  — a course  that  will  change  the  way  we 
do  business,  a course  that  eliminates  costly  waste  and 
duplication  in  government,  a course  that  will  fundamentally 
change  our  health,  education  and  social  welfare  systems  so 
that  we  can  maintain  quality  programs  at  an  affordable 
price.  The  course  is  not  an  easy  one.  It  will  require 
determination  to  reach  the  goal,  and  it  will  require 
sacrifices  by  all  of  us.  But  the  long-term  viability  of 
Alberta,  of  our  economy  and  the  social  programs  we  value 
so  highly,  is  worth  all  of  our  effort  and  drive  to  achieve. 

I encourage  all  Albertans  to  review  the  Consolidated 
Financial  Statements  as  well  as  the  Quarterly  Budget 
Reports  we  will  make  available  throughout  the  year.  The 
first  Quarterly  Report  was  released  in  August  and  shows 
that,  with  corrective  action,  our  budget  plan  for  1993-94  is 
on  target.  We  are  committed  to  keeping  it  that  way.  We 
will  keep  our  shareholders  informed  every  step  of  the  way 
to  achieving  our  goal  — a balanced  budget  and  a better 
financial  future  for  Alberta. 

Jim  Dinning 
Provincial  Treasurer 
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Timely  and  understandable 
information  for  Albertans 


When  the  Financial  Review  Commission  reported  in 
early  April,  they  recommended  that  government  should 
"provide  sufficient  and  timely  information  so  that 
Albertans  can  understand  and  support  the  need  for  change." 
The  government  agreed. 

This  year,  the  Consolidated  Financial  Statements  for 
the  1992-93  fiscal  year  have  been  prepared  in  record  time, 
in  advance  of  the  September  30  timeframe  recommended 
by  the  Financial  Review  Commission,  and  well  ahead  of 
last  year,  when  they  were  released  at  the  end  of  December. 

This  document  takes  the  highlights  of  those  detailed 
financial  statements  and  outlines  them  in  terms  that,  we 
hope,  make  sense  to  most  Albertans.  The  detailed  audited 
statements  are  available  now  and  the  other  two  volumes  of 
public  accounts  will  be  available  soon  for  anyone  who 
wants  to  review  them. 

A word  about  accounting 
policy  changes 

The  Consolidated  Financial  Statements  for  1992-93 
contain  a number  of  very  significant  changes  in  accounting 
policies  and  in  accounting  estimates.  These  changes  come 
as  a result  of  recommendations  from  the  Financial  Review 
Commission  and  the  Auditor  General.  The  accounting 
policy  changes  provide  a more  realistic  picture  of  the 
province's  financial  situation.  But  because  they  are  new 
and  were  done  after  the  1992-93  budget  was  introduced, 
they  also  make  it  difficult  to  compare  this  year's  statements 
to  the  original  budget  for  1992-93  or  to  the  financial 
statements  from  previous  years. 

One  major  accounting  policy  change  deals  with  how  we 
account  for  pensions.  This  is  a complex  issue,  but  in 
simple  terms,  it  means  that  the  government's  share  of  the 


“It  is  difficult  for  Albertans  to 
understand  the  province’s 
financial  situation  from  the 
information  currently 
provided  by  the  government. 
The  information  needs  to  be 
more  comprehensive  and 
more  timely.” 

— Alberta  Financial 
Review  Commission 
March,  1993 
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unfunded  liability  in  pension  plans  now  is  clearly  included 
as  a liability  and  shows  up  as  part  of  the  consolidated  net 
debt. 


“We  need  to  speak  of  the 
consolidated  deficit  that 
includes  all  government 
activities.  The  consolidated 
deficit  is  a higher,  but  a more 
accurate  and  comprehensive, 
number.  ” 

- Alberta  Financial 
Review  Commission 
March,  1993 


In  addition  to  the  pension  changes,  there  were  a number 
of  other  accounting  policy  changes  involving  how  loans 
and  advances  and  government's  assets  are  valued.  Also,  for 
the  first  time,  the  liability  for  employees'  vacation  pay  and 
long-term  disability  benefits  is  recorded. 

The  net  effect  of  the  accounting  policy  changes  is  that 
Alberta's  1992-93  deficit  increased  by  $390  million  and  the 
net  debt  increased  by  $6,276  million. 

In  future  years,  it  will  be  easier  to  compare  financial 
statements  to  budgets. 


What  is  the  province’s  financial 
situation? 

These  are  the  highlights: 

• Government’s  total  consolidated  revenue  (that’s  the 
amount  of  money  the  province  earned  and  received)  in 
1992-93  was  $13,224  million.  That’s  $383  million 
more  than  the  year  before. 

• On  the  spending  side,  government’s  consolidated 
spending  for  the  year  was  $16,997  million,  up  $1,527 
from  the  previous  year.  Twenty-seven  per  cent  of  that 
increase  is  due  to  accounting  policy  changes. 

• The  consolidated  deficit  for  1992-93  was 
$3,773  million.  Without  pension  provisions,  the 
province's  consolidated  deficit  was  $3,409  million. 

• The  consolidated  net  debt  for  the  province  at  the  end  of 
March,  1993  was  $1 1,824  million.  $6,276  million  of 
the  net  debt  figure  comes  as  a result  of  accounting 
policy  changes. 
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Here’s  another  way  of  looking  at  the  numbers. 

For  each  and  every  Albertan: 

Your  share  of  provincial  revenue  for  the  year  was:  $5,155 
Your  share  of  total  spending  for  the  year  was:  $6,626 
Your  share  of  the  deficit  for  the  year  was:  $1,471 
Your  share  of  the  net  debt  at  the  end  of  the  year  was:  $4,610 


Province  of  Alberta 

Consolidated  Statement  of  Revenue  and  Expenditure 

for  the  year  ended  March  31,  1993 
( millions  of  dollars ) 


Revenue 

Taxes 

Payments  from  Government  of  Canada 

Non-renewable  resource  revenue 

Investment  income 

Fees,  permits  and  licences 

Net  profits  from  commercial  operations 
Other  revenue 


Expenditure 

Health  .................. 

Education 

Social  services 

Agriculture  and  economic  development 

Transportation  and  utilities 

Regional  planning  and  development 

Protection  of  persons  and  property 

Environment  and  resource  conservation 

Recreation  and  culture 

Housing.... 

Alberta  local  employment  transfer 

General  government 

Debt  servicing  costs 

Other . 

Valuation  adjustments  and  other  provisions  except  pension 
provisions 

Deficit  before  pension  provisions 

Pension  provisions ... ............. 

Deficit 


1993 

1992 

4,695 

5,016 

2,384 

2,086 

2,183 

2,022 

1,621 

2,155 

1,027 

935 

462 

8 

852 

619 

13,224 

12,841 

4,336 

4,098 

3,125 

2,960 

1,880 

1,746 

1,718 

1,700 

849 

881 

841 

939 

580 

579 

287 

312 

246 

271 

140 

161 

200 

— 

1,109 

1,067 

592 

591 

15,903 

15,305 

730 

165 

16,633 

15,470 

3,409 

2,629 

364 

— 

3,773 

2,629 
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The  revenue  picture 


Revenue  includes  all  of  the  money  the  provincial 
government  takes  in  from  taxes,  payments  from  the  federal 
government,  oil  and  gas  royalties,  investments,  fees  and 
licences  and  other  miscellaneous  sources.  In  1992-93  our 
consolidated  revenue  increased  by  $383  million,  an 
increase  of  3 per  cent. 

Highlights  of  the  revenue  picture  include: 

• Net  profits  from  commercial  operations  increased  by 
$454  million.  This  is  due  to  a net  profit  in  the 
Workers’  Compensation  Board  and  the  fact  that 
government  no  longer  has  any  losses  due  to  NovAtel. 
Those  losses  have  been  fully  accounted  for  in  previous 
years. 

• Payments  from  the  federal  government  increased  by 
$298  million  primarily  because  of  increases  in  funds 
the  province  will  receive  relating  to  the  Alberta  Hail 
and  Crop  Insurance  Corporation. 

• Taxes  were  down  in  total  by  $321  million.  Personal 
income  taxes  were  down  $263  million,  partly  because 
the  province  had  to  repay  $105  million  to  the  federal 
government  because  of  an  overpayment  in  previous 
years.  On  the  corporate  side,  there  was  a general 
decrease  in  the  taxable  income  of  corporations  in 
several  key  industries  such  as  banking,  utilities  and  oil 
and  gas.  Overall  corporate  income  tax  was  down  by 
$94  million. 

• Revenues  from  non-renewable  resources  (oil  and  gas), 
and  from  fees,  permits  and  licences  increased  by 
$253  million. 

• Other  government  revenue  increased  by  $233  million 
because  of  a transfer  from  the  Alberta  Municipal 
Financing  Corporation  to  the  general  revenues  of  the 
province. 


• Investment  income  dropped  by  $534  million  because  of 
lower  interest  rates,  and  because  of  non-recurring  gains 
in  the  previous  year  from  the  sale  of  TELUS  shares 
($190  million)  and  debentures  of  the  Alberta  Municipal 
Financing  Corporation  held  by  the  Alberta  Heritage 
Savings  Trust  Fund  ($124  million). 

Province  of  Alberta 

Revenue 

for  the  year  ended  March  31,1 993 
(millions  of  dollars) 

1993  1992 


Taxes: 

Personal  income  tax 2,794  3,057 

Corporate  income  tax ....p;... 637  731 

Fuel  tax  519  482 

Tobacco  tax............ ............... ......d....... 313  322 

Business  property  tax  for  schools 208  199 

Other..... 224  225 

4,695  5,016 

Payments  from  Government  of  Canada: 

Canada  assistance  plan  608  611 

Hospital  insurance 493  427 

Crop  insurance,  reinsurance  and  revenue  protection 381  203 

Post-secondary  education  282  239 

Utility  companies  income  tax  transfers  176  157 

Health  care  insurance  ..................... 170  147 

Extended  health  care  138  131 

Other 136  171 

2,384  2,086 

Non-renewable  Resource  Revenue: 

Royalties,  rentals  and  fees,  bonuses  and  sales  of  Crown  leases ...  2,429  2,300 

Royalty  tax  credit (246)  (278) 

2,183  2,022 

Investment  Income......... 1,621  2,155 

Fees,  Permits  and  Licences 1 ,027  935 

Net  Profits  from  Commercial  Operations....... 462  8 

Other 

Interprovincial  Lottery  Act  transfers 135  117 

Transfer  from  restricted  profits  and  equity 300  — 

Miscellaneous........................ 417  502 

852  619 


13,224  12,841 
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Spending 


In  1992-93,  government  spent  a total  of  $16,997  mil- 
lion. That  includes  $364  million  for  pension  liabilities. 

Where  did  all  the  money  go? 

Most  of  government  spending  was  on  programs  and 
debt  servicing  — a total  of  $15,903  million.  That’s  just 
under  $600  million  more  than  the  year  before.  Almost 
90  per  cent  of  the  increase  in  spending  went  to  three  areas: 
health  (an  increase  of  $238  million),  education  (an  increase 
of  $165  million)  and  social  services  (an  increase  of 
$134  million).  There  was  a small  increase  in  spending  on 
agriculture  and  economic  development  but  in  most  other 
program  areas,  spending  was  lower  than  the  year  before. 

Of  government’s  total  spending  in  1992-93,  about 
66  per  cent  went  to  the  four  biggest  areas  of  health, 
education,  family  and  social  services  and  debt  servicing. 
Looked  at  another  way,  government  spent  almost 
80  per  cent  of  its  total  revenues  on  those  four  areas. 

In  1992-93,  government  spent  $1,109  million  on  debt 
servicing  costs.  That's  an  increase  of  $42  million  from  the 
year  before. 

There  was  a significant  increase  in  what  is  called 
"valuation  adjustments"  — an  increase  from  $165  million 
in  1991-92  to  $730  million  in  1992-93.  Valuation 
adjustments  is  a term  that  refers  to  changes  in  the  value 
of  assets  and  investments.  Every  year,  government 
re-evaluates  and  adjusts  the  value  of  its  assets  and 
investments  based  on  the  most  current  financial 
information.  When  the  value  of  an  asset  goes  down,  this 
becomes  a cost  to  government.  This  year,  the  increase  in 
valuation  adjustments  is  due  mainly  to  changes  in 
accounting  policies  and  using  more  conservative  estimates 
of  the  value  of  investments. 

Finally,  because  of  changes  in  accounting  policies  for 
pensions,  the  province  added  $364  million  in  pension 
liabilities  for  1992-93.  The  new  accounting  policy  on 
pensions  requires  that  the  increase  (or  decrease)  in 
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unfunded  pension  liabilities  be  included  in  the  province's 
deficit  each  year. 


Province  of  Alberta 

Operating  and  Capital  Expenditure  by  Major  Function 

for  the  year  ended  March  31,  1993 
( millions  of  dollars) 


Expenditure 


1993 

1992 

Operating 

Capital 

Total 

Total 

Health 

4,138 

198 

4,336 

4,098 

Education........ 

2,998 

127 

3,125 

2,960 

Social  Services  

1,873 

7 

1,880 

1,746 

Agriculture  and  Economic  Development 

1,589 

129 

1,718 

1,700 

Transportation  and  Utilities  

349 

500 

849 

881 

Regional  Planning  and  Development...... 

825 

16 

841 

939 

Protection  of  Persons  and  Property 

576 

4 

580 

579 

Environment  and  Resource  Conservation  ............. 

192 

95 

287 

312 

Recreation  and  Culture 

218 

28 

246 

271 

Housing 

107 

33 

140 

161 

Alberta  Local  Employment  Transfer........ 

200 

__ 

200 

— 

General  Government 

Debt  servicing  costs 

1,109 

1,109 

1,067 

Other 

480 

112 

592 

591 

1993  Total 

1992  Total........ 

14,654 

13,905 

1,249 

1,400 

15,903 

15,305 

The  deficit 

Put  simply,  a deficit  means  that  government  is  spend- 
ing more  money  than  it  takes  in.  In  1992-93,  government 
took  in  $13,224  million  and  spent  $16,997  million.  That 
leaves  a deficit  for  the  year  of  $3,773  million.  Without  any 
accounting  policy  changes,  the  deficit  for  1992-93  would 
have  been  $3,383  million.  The  year  before,  Alberta's 
deficit  was  $2,629  million,  but  that  didn’t  include  full 
accounting  for  the  pension  liabilities  or  other  accounting 
policy  changes. 

What  caused  the  deficit  to  increase  in  1992-93? 

Most  of  the  deficit  increase  came  from  spending  more 
on  programs,  debt  servicing  and  valuation  adjustments 
while  the  province's  revenues  increased  only  slightly  from 
the  year  before. 
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The  net  debt 
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Whenever  government  spends  more  money  than  it 
takes  in,  it  has  to  borrow  money  to  pay  the  bills.  The  sum 
of  all  money  borrowed  is  the  province's  total  debt.  It's 
much  the  same  as  a family's  debt  that  includes  its  mort- 
gage, car  loans,  and  other  funds  the  family  may  have 
borrowed.  That's  the  total  debt.  Net  debt  is  the  difference 
between  the  province's  financial  assets  — the  value  of  what 
we  have  invested  — and  our  liabilities  — how  much  we 
owe. 


At  March  31,  1993,  Alberta's  consolidated  net  debt  was 
$1 1,824  million.  That  means  we  owe  $1 1 .8  billion  more 
than  all  our  financial  assets  are  worth.  This  is  what  that 
figure  includes: 


Net  debt  from  1991-92 
Deficit  for  1992-93  (excluding 
pensions  and  other  accounting 
policy  changes) 

Net  debt  without  accounting 
changes 

Impact  of  accounting  policy 
changes 


$ 2,165  million 

3,383  million 
5,548  million 
6,276  million 


Consolidated  net  debt 


$11,824  million 


Without  any  accounting  changes,  Alberta's  net  debt 
would  have  been  $5,548  million. 
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Province  of  Alberta 

Consolidated  Statement  of  Assets, 

Liabilities  and  Net  Debt 

March  31,  1993 
( millions  of  dollars) 

1993 

1992 

Assets: 

Cash  and  marketable  securities 

3,762 

4,774 

Accounts  receivable 

1,189 

1,600 

Portfolio  investments 

2,572 

7,933* 

Long-term  investments 

1,285 

1,448 

Loans  and  advances 

8,509 

8,966 

Inventories  held  for  resale 

499 

431 

17,816 

25,152 

Liabilities: 

Accounts  and  loans  payable 

1,550 

1,547 

Unearned  revenue  and  suspense 

68 

60 

Deficiency  in  commercial  enterprises 

626 

655 

Unmatured  debt 

20,181 

17,403 

Guarantees  and  indemnities 

518 

442 

Pension  obligations 

4,799 

— 

Other  accrued  liabilities 

1,326 

— 

Restricted  profits  and  equity 

572 

7,210  * 

29,640 

27,317 

Net  debt 

1 1 ,824 

2,165 

* Includes  pension  fund  assets. 

How  do  the  financial  statements 
and  the  deficit  compare  to  the 
1992/93  budget? 

It  is  difficult  to  compare  because  of  the  changes  in 
accounting  policy. 

The  original  1992-93  budget  forecast  a deficit  of 
$2.3  billion,  but  that  was  limited  to  the  General  Revenue 
Fund  of  the  province.  It  did  not  include  any  accounting 
policy  changes,  full  accounting  for  pensions  or  deficits  and 
surpluses  in  other  funds  and  agencies  that  are  part  of  gov- 
ernment's total  financial  picture.  In  January,  the  forecast 
was  updated  to  $2.7  billion;  however,  that  forecast  also  was 
limited  to  the  General  Revenue  Fund  and  did  not  include 
any  of  these  changes. 
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In  March,  the  province  updated  its  deficit  forecast  to 
$3.17  billion,  the  number  included  in  the  report  of  the 
Financial  Review  Commission.  This  was,  for  the  first  time, 
on  a fully  consolidated  basis.  If  all  changes  in  accounting 
policy  and  accounting  estimates  are  added  to  that  figure, 
the  comparable  figure  would  be  $3.77  billion  — the  same 
as  the  actual  results. 

The  following  chart  shows  comparisons  between  the 
actual  deficit  and  consolidated  net  debt  and  the  forecasts 
included  in  the  Financial  Review  Commission  Report  and 
the  May  6 Budget.  This  information  shows  that  the  actual 
deficit  and  net  debt  results  are  almost  the  same  as  was 
forecast  in  both  reports,  when  changes  in  accounting 
policies  are  considered. 


Province  of  Alberta 

Deficit/Net  Debt 

Actual  versus  Forecasts 

( millions  of  dollars ) 

Deficit 

Net  Debt 

1992-93 

Mar.  31, 1993 

Audited  financial  statements 

3,773 

11,824 

Deficit 

Effect  of  changes  in  accounting  estimates 

(208) 

(208) 

Effect  of  changes  in  accounting  policies 

(390) 

(6,276) 

Deficit/Net  Debt  before  changes 

3,175 

5,340 

Deficit/Net  Debt  Forecasts 

In  Report  of  Financial  Review  Commission 

3,170 

5,335 

In  May  6 Budget 

3,168 

5,332 
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Conclusion 


The  simple  conclusion  is  that  the  province’s  financial 
picture  is  not  good,  and  it  worsened  in  1992-93.  Both  the 
consolidated  deficit  and  the  consolidated  net  debt  have 
increased. 

This  information  simply  underscores  the  seriousness  of 
the  problem  and  the  need  to  take  deliberate  action  to  get 
spending  in  line  with  revenues. 

Government  took  immediate  action  in  the  May  6 
Budget.  A four-year  plan,  enforced  by  the  Deficit 
Elimination  Act,  sets  out  clear  targets  for  balancing  the 
budget  by  1996-97.  On  the  pension  side,  government  has 
long-term  agreements  in  place  to  eliminate  the  unfunded 
liability  in  those  plans.  The  agreements  include  increased 
contributions  by  both  government  and  the  people  involved 
in  each  of  the  pension  plans  in  order  to  eventually  ensure 
that  all  the  plans  are  fully  funded.  However,  it  will  take  40 
to  70  years  to  achieve  that  goal.  The  two  plans  — one  to 
balance  the  budget  and  one  to  deal  with  the  unfunded 
pension  liability  — will  operate  at  the  same  time  but  on 
different  timeframes.  The  pension  liability  is  not  included 
in  the  targets  outlined  in  the  Deficit  Elimination  Act  simply 
because  it  will  take  much  longer  than  four  years  to  put  the 
pension  plans  on  a solid  financial  basis. 

The  government  is  committed  to  keeping  people  fully 
informed  about  Alberta's  financial  picture.  Simplified 
financial  statements  and  regular  Quarterly  Budget  Reports 
are  essential  components  of  that  commitment. 

If  you  have  any  questions  or  would  like  further  infor- 
mation, please  contact: 

Communications 

Alberta  Treasury 

427-5364 
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